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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 2, 2017
MEMORANDUM
To: The Commission

Through: Alec Palmer
Staff Director

From: Patricia C. Orrock ~JPC)9
Chief Compliance Officer

Thomas E. Hintermisterﬁfw
Assistant Staff Director
Audit Division

Douglas A. Kodish JML L&‘K

Audit Manager

By: Lezhi Irving
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the American Financial
Services Association PAC (AFSAPAC) (A15-11)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presented the Draft Final Audit Report (DFAR) to AFSAPAC on April 21,
2017 (see attached DFAR). In response to the DFAR, the committee provided additional
information concerning finding 2. AFSAPAC did not request an audit hearing.

This memo provides a brief overview of the findings in the attached DFAR and the Audit
staff’s recommendation for each finding outlined in the DFAR. The Office of General
Counsel has reviewed this memorandum and concurs with the recommendations.

Finding 1. Misstatement of Financial Activity

A. Misstatement of Finaricial Activify- Most Reeerit Reports Filed Prior to,tlig
Audit ' -

The Audit staff determined that for 2013, AFSAPAC understated its receipts by
$10,081, its disbursements by $67,905, and its beginning and ending cash by
$113,536 and $55,712, respectively. For 2014, AFSAPAC understated its



beginning and ending cash balance by $55,712 and $53,393. Multiple
amendments were filed after the beginning of the audit for both 2013 and 2014,
but the amendments were not filed in response to the audit and did not fully correct
the misstated amounts.

The Audit staff recommends that the Commission find that AFSAPAC misstated
its financial activity for calendar years 2013 and 2014.

A. Misstatement of Financial Activity — Original Reports Filed

The Audit staff determined that AFSAPAC, based on the filing of its original
reports, understated receipts by $310,683. AFSAPAC provided no additional
comments in its responses to either the Interim or the Draft Final Audit Reports.

The Audit staff recommends that the Commission find that AFSAPAC misstated
its financial activity in its original reports filed for calendar years 2013 and 2014.

Finding 2. Excessive Contributions Made to Federal Candidatcs

The Audit staff found what appeared to be excessive contributions made to federal
candidate committees totaling $18,000. However, subsequent to the exit
conference, AFSAPAC clarified that $17,000 of the apparent excessive
contributions were not excessive. And in response to the DFAR, AFSAPAC
provided a copy of a $500 contribution refund check, which left an immaterial
amount unresolved.

The Audit staff recommends the Commission find that AFSAPAC made excessive
contributions to two federal candidates totaling $1,000, of which $500 has been
refunded to AFSAPAC.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division
Recommendation Memorandum will be placed on the next regularly scheduled open
session agenda,

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Lezhi Irving or Douglas Kodish at 694-
1200.

Attachments: _
- Draft Final Audit Report of the Audit Division on the American Financial Services
Association PAC

cc: Office of General Counsel



Draft Final Audit Report of the
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Financial Services Association
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Why the Audit About the Committe € o)

Was Done The American Financial Serv ;‘ Assoclation PAC is a qualified,
Federal law pennits the non-party political actlon- % } e headquartered in
Commission to conduct Washington, D.C. For nfége i 1, see the chart on the
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Part I
Background

Authority for Audit

This report is based on an audit of the American Financial Services Association PAC
(AFSAPAC), undertaken by the Audit Division of the Federal Election Commission (the
Commission) in accordance with the Federal Election Campaign Act of 1971, as
amended (the Act). The Audit Division conducted the audit pursuant to 52 U.S.C.
§30111(b), which permits the Commission to conduct audits and QQL’d investigations of
any political committee that is required to file a report under 5 27.S.C: §30104. Prior to
conductmg any audit under this subsection, the Coffimissiog o) t perform an internal
review of reports filed by selected committees to determs iF tH€% ,y’g orts filed by a
particular committee meet the threshold requnremem%vgx ubstanu&ﬁmphame with the
Act. 52 U.S.C. §30111(b). o

Scope of Audit’ ik, My %"
Following Commission-approved procedures, the % é‘Valuated VATEOUS: risk
factors and as a result, this audit examined:

the disclosure of individual eentn”b,h rs occupatlon aﬁ’d pame of employer;

the disclosure of disbursements, deb d;gbhgatxons ._ff

contributions to candidate xcqmmm’eés f.e»’q

the consistency between reported ﬁguut% and Eanlé i:gqpr s
other committee operaﬁeﬂ necessary htlgfé review.

e




Part II _
Overview of Committee

Committee Organization

Important Dates

e _Date of Registration

» _Audit Coverage

Headquarters

Bank Information

o Bank Depositories

o Bank Accounts

Treasurer

o Treasurer When Audit Was Conducted

¢ Treasurer During Period Covered by Audit

Management Information ‘s,
o Attended FEC Campaign Finance Sentifiati].

‘e Who Handled Accounting and
Recordkeeping Tasks

Cash-on- $ 246,207

Receipts

o Contnbutm:hs, from [ndm {iF 820,603

o Contnbutlonﬁ;ﬁ.gm Other Ep i 10,000
Committees ";?; EX _

o Other Receipts gt 5 24,380

Total Receipts i $ 854,983

- Disbursements i B

o Transfers to Affiliated/Other Party 22,000
Committees .

o Contributions to Federal Candidates/Other 735,850
Committees

o Other Disbursements 25,304

Total Disbursements $ 783,154

Cash-on-hand @ December 31, 2014 $ 318,036



Part III
Summaries
Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of AF SAPAC’s reported f1 o' ' clal activity with its

bank records revealed a misstatement of receipts, disbursemen} r'f' d the: beglnmng and

recelpts by $10,081, understated disbursements by $

cash balance by $55, 712 For 2014, AFSAPAC uj s cash balance

: were filed
after the begmnmg of the audit for both 2013 &fi &@14 bui*- hey did not ﬁxl%drrect the
misstated amounts. %/_ e,

In response to the Interim Audit Repert.,,(,IAR) reeOmme‘iY.a'gtlon AFSAPAC stated that it
filed amended reports on January 13, 2 %lch significafitiy,changed the misstated
amounts. However, these amendments werenot filed in.diréé ﬁponse to the
misstatements identified by the audit. Abs:ent fil s fepaits to materially correct
the misstatements, AFSABAQ has not com?pl g thh “'“ AR’s recommendation.

ot

r:-ﬂﬁ,"’#fv -‘"

In addition, AFSAR. (A§ $ ongma‘-l. reports for ft)lS and. 2014 materially understated
receipts by $310,683. "AEFSAPA;C attempted to curfect these misstatements and filed
amended reports for eaclf repoﬁtm"ﬂap f gm:ufg the two year election cycle. In response
to the IAR:;@’&%@Q@ atlon ’A,ESAP Mﬂot provide any additional comments
regardx Aits unders"f of: gt " ionits original reports. (For more detail, see p. 4.)

Fmdi% Excessive Contributions Made to Federal
Candi Hes 5 :
4, :’é
AFSAPAC made l’f*@pﬁﬁbuhons to seven federal candidate committees that, when
aggregated with 22 pvb\flious contributions, appear to have exceeded the contribution limit
by $18,000. In response to the exit conference, AFSAPAC redesignated contributions of
$17,000 related to the finding, and was seeking or had obtained refunds for the remaining
amount. In response to the IAR recommendation, AFSAPAC stated that it had filed
amended reports to properly reflect these redesignations; however, no amended reports
have been received and the refunds were not discussed. AFSAPAC has clarified it did
not make excessive contributions of $17,000. Absent further evidence of contribution
refunds obtained by AFSAPAC, the remaining $1,000 is considered an excessive
contribution made by AFSAPAC. (For more detail, see p. 8.)



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of AFSAPAC’s reported financial activity with its
bank records revealed a misstatement of receipts, disbursements, and the beginning and
ending cash balances for 2013, and the beginning and ending cg; ances for 2014. For
2013, AFSAPAC understated the beginning cash balance by $' 3, 53 -understated
receipts by $10,081, understated disbursements by $67, 90 wderstated the ending
cash balance by $55,712. For 2014, AFSAPAC understaf} 44 the ’r; ining cash balance
by $55,712, and the ending cash balance by $53,393 ;Muttiplé améf Biments were filed
after the beginning of the audit for both 2013 anilf 4, Bat they did n6¥8 ly correct the

LG

misstated amounts. 4 . ng .
,-2;?_.-’ ’

n-."
In response to the Interim Audit Report (IAR) re - ,?}? 2 ﬁt’fgfr AFSAPA@stated that it
filed amended reports on January 13, 2016, which sigfitgicantly:changed the misstated
amounts. However, these amiendmeén %ot filed in o8 tresponse to the

misstatements identified by the audit. ng amend ts to materially correct
the misstatements, AFSAPAC has not co’mpl’ ﬁb the IAR mmendatlon
% .7

In addition, AFSAPAC ;g‘mg;-nal reports f's' &; 3an naterially understated
receipts by $310,683 A&F SAPAC attempted-t? correct thiese misstatements and filed

% ;
amended reports for' gge reportigg period duriyg the two year electlon cycle. In response
to the IAR recommemfa A

regarding its statem Tebeit 1 1486 '-ina-lre orts.
s g gt
Legagl,j*fandard' ¢ ’g’é?

Coq; 91‘ Reports. ;hrepe (#akt disclose:

th’ é‘;nount of casW -handgat the beginning and end of the reporting period,;

o wfa}l-;gmount of géceipts for the reporting period and for the calendar year;

o the totaﬁﬁ"gmunt of-ﬁlsbursements for the reportmg period and for the calendar
year; and _* % B

» certain transae'tmns that require itemization on Schedule A (Itemized Receipts) or
Schedule B (Itemtzed Disbursements). 52 U.S.C. §30104 (b) (1), (2), (3), 4)
and (5).

Facts and Analysis

A. Misstatement of Financial Activity- Most Recent Reports Filed Prior to the
Audit

1. Facts



As part of this audit, the Audit staff reconciled AFSAPAC’s reported-financial
activity with its bank records for calendar years 2013 and 2014. The following charts
outline the discrepancies between AFSAPAC’s disclosure reports and its bank
records. Succeeding paragraphs explain why the discrepancies occurred.

2013 Committee Activity

Reported Bank Records Discrepancy
Beginning Cash Balance @ $132,671 | $246,207 " $113,536
January 1, 2013 Understated
‘Receipts $380,743 $390, 824 . $10,081
o Understated
Disbursements $293,006 $360, 9-‘“ $67,905
7% _ Understated
Ending Cash Balance $220,408 ~$996,120° , $55,712
@ December 31, 2013 A, : 5'3. Understated

4-

The beginning cash balance was understated by $113 536 and the d1scmpd@,ys“
unexplained, but it likely resulted from prior peuoa:-mxss g;ments 5

The understatement of receipts res_,ulted from the fo

o'

¢ Contributions from md1v1dual t not reportéik ,(:a_;t) $5,500
e Unreported other receipts ‘% 10,775
e Unexplained difference ,w ? (6.194)
Net Understatemen (pt Recelpts /r" ’ . $10,081
.-',;:; f
The understatemg’f’tit of dxsb‘ i ements resul_;ed from the following: :
o Contributidns td"gehtnca@commttees néi'mponed $48,100
¢ Contribution mfuﬂ(}&,nof refiotted. 5,000
o Banx #ilporigporti. VD 2,485
° ,Efgbursemeﬁt f¢§ponsdr?§' account not reported 10,775
v"ﬂflmexplamed diffeg e 1,545
li, erstatement lsburs‘ements $67.905
2014 Commlf@Actlv1
B Reported Bank Records Discrepancy
Beginning Cash Baltfpce @ $220,408 $276,120 $55,712
January 1,2014 - Understated
Receipts $462,985 $464,159 $1,174
Understated
Disbursements $418,751 $422.243 $3,492
Understated
Ending Cash Balance $264,642 $318,036 $53,394
@ December 31, 2014 Understated

The $53,394 understatement of the 2014 ending cash balance resulted mostly from
reporting discrepancies noted above from the prior year.



AFSAPAC filed amended reports on January 13, 2016, subsequent to the audit
notification letter, dated November 18, 2015. These reports disclosed a cash increase
of $42,915 for 2013. However, the amendments only minimally corrected the
reporting discrepancies for 2013, and the beginning and ending cash balances for
2014 remained materially misstated.

2. Interim Audit Report & Audit Division Recommendation
The Audit staff discussed the misstatements for 2013 and 2014 with AF SAPAC s
representatives during the exit conference and provided copies of relevant work
papers detailing the misstatements. In response, an AFSAP Af¥epresentative. stated
that it filed amended reports to correct the misstatements;, [igwever, the amendments
were filed after AFSAPAC was notified of the audit and'ttﬁ”egé;nounts were still
misstated as described in the preceding paragraph. ,.s_,,

'4?2’
{em ""
The IAR recommended that AFSAPAC amemﬁts dis&tosure rep%@mﬂ the
misstatements for both 2013 and 2014. In q&é'tlon, theJAR reco at
AFSAPAC amend its‘most recently filed repdet’ to corregt.the cash-on-hﬁ balance
with an explanation that the change resulted froff’s px:for period audit acf' ustment.
Further, that AFSAPAC should reconcile the cash 'Eahnce of its most recent report to
identify any subsequent dlscrepanoxes.;bat may.-affect tEge aclJustment recommended
by the Audit staff. “ " ﬂﬂ*

4
R ) "'.
g

3. Committee Response to Interim Audlfﬁ e
In response to the I?jﬁ% endauon‘- SAPA? ‘stated that it filed amended
reports on J. anuaryf wvhich mgmﬁ?;antly changed the misstated amounts and
that the reductndhﬂma he rms‘s/l’ated amounts’ evulEnces AFSAPAC’s corrective action.
AFSAPAC also stat at ;smtememw%exe all timing related, due to staff
hmltatlon, ,;/@ 1$cul “‘F*ﬁgﬁ;%wwélre
As. sIated in the IA&{ & he am‘e epts filed by AFSAPAC prior to the issuance of the
AR @u! not sufﬁcnenﬂy correctdfie 2013 and 2014 misstatements. The following
mlsstamgnts remain E;_)f e anfended reports. For 2013, the beginning cash balance,
receipts, dlsbursements d ending cash balance were understated by $70,621,
$9,981, 67, Q/Q'Swand $12%97 respectively. For 2014, AFSAPAC understated its
beginning cash bglayse by $12,697, and its ending cash balance by $10,379. The
Audit staff was ab!!é to verify certain problems in filing reports mentioned by
AFSAPAC, but they were resolved quickly. Absent the filing of amended reports to
correct the misstatements above, AFSAPAC has not complied with the IAR
recommendation.

B. Misstatement of Financial Activity — Original Reports Filed

1. Facts
In addition to reconciling AFSAPAC's most recent reports (filed prior to audit
notification) with its bank statements, the Audit staff also compared its originally
filed reports with its bank statements. The purpose of this additional reconciliation



was to identify the degree to which AFSAPAC had misstated its original filings.
From this review, the Audit staff determined that AFSAPAC understated its receipts
by $310,683, for the two-year period that ended December 31, 2014. However, as
shown in the charts above, under discrepancies for receipts, AFSAPAC filed
amendments that corrected all but $11,255 ($10 081 + $1,174) of this receipt
understatement.

The Audit Staff also noted that AFSAPAC filed multiple amended reports for every
filing period for 2013 and 2014, filing a total of 151 amendments. For example, for
the August 2013 monthly report AFSAPAC filed amended reports three times in
2014, two times in 2015, and one time in 2016. ,;.;?f'-’-:'»_..

2. Interim Audit Report & Audit Division Recommen fi
The Audit staff discussed AFSAPAC’s understateme of recé -contained in the
original reports it filed at the exit conference. I e‘ésgoﬂse an AFSAPAC
representative made a rebuttal to the potential - Hderstdtement ﬁndmg; providing
information about the corrections made in ;-,tﬁg*"amendedr,ﬁlmgs The Au@ﬁ:
explained to the representative that amencfmen ave %g’,'unpact on the mg since

o

the finding is based upon the original reports. Ailé * ,,

s,

The IAR recommended that AFS provnde any%vﬁq;tgonal comments it deemed

necessary with respect to this matte %".'*,q., ﬁ‘*"w gﬁff’
3. Commlttee Response to Interim Audf&
AFSAPAC did not prom}dﬁ@,ny.comments é dmg thl%tﬂ'
,??,
Finding 2. Excéssxve Ctmtnbutmns Made to Federal
Candidatf:‘s e g s
summ- ry : .'.';.-; .':."-' ’ .-;-n

AF§AP#E Zmade 11 contrﬂ;gnons ,tc?f seven federal candidate committees that, when

. aggregate Mzh 22 previous f;ontrlbutlons appear to have exceeded the contribution limit
by $18,000. fa#esponse to,the exit conference, AFSAPAC redesignated contributions of
$17,000related tagr;q; ﬁngimg, and was-seeking or had obtained refunds for the remaining
amount. In res-ponseﬁf he IAR recommendation, AFSAPAC stated that it had filed
amended reports to péoperly reflect these redesignations; however, no amended reports
have been received and the refunds were not discussed. AFSAPAC has clarified it did
not make excessive contributions of $17,000. Absent further evidence of contribution
refunds obtained by AFSAPAC, the remaining $1,000 is considered an excessive
contribution made by AFSAPAC.

Legal Standard
A. Contribution Defined. A gift, subscription, loan (except when made in accordance
with 11 CFR §§100.82 and 100.83), advance, or deposit of money or anything of value



made by any person for the purpose of influencing any election for Federal office is a
contribution. 11 CFR §100.52(a).

B. Contribution Limits. No multicandidate political committee shall make contributions
to any candidate and his authorized political committees with respect to any election for
Federal office which, in the aggregate, exceed $5,000. 52 U.S.C. §30116 (a)(I)(2)(A).

C. Definition of Multicandidate Committee.
* A multicandidate committee is a political committee (other than an authorized

candidate committee) that has satisfied the following 3 ﬁl:ef;}ts
‘u [t has been registered under the federal election gn faw for at least 6
months.

= It has received contributions from more than )
s [t has made contributions to at least 5 feder? eaqdldat %? last
requirement does not apply to state pa ‘comittees. ) 52
§30116(a)4).
¢ A political committee affiliated with anothet l:mcal cd‘ﬁ;n'uttee that : ready
qualified as a multicandidate committee auteméh?z llgdfgecomes a multiéandidate
committee by virtue of that affiliation. But it shareéjihg contributions limits with its

affiliated committee. 52 U.S.C. ﬁ@uﬁca)(S) ’%
155 = ;:;.:’-ﬁ-' - xﬂ%ﬁ#
Facts and Analysis ) P
5, o‘/% ,’”_
#- ,-;;

A. Facts o ."‘.j?f-%
The Audit staff rev1ew' d Al' AC’s repo ? contnbunons made to federal candidate
committees totaling*s492,; 000. ‘% this amoun ) lponmbutlons to seven federal
candidate committees u’l‘hbg ag Qgp.ted with 22~"o’fher contributions appear to exceed the
contribution lu;mt?y $1 8,3@ Al ﬁ’w’ﬁf"ﬂﬁ;}:;

"-: B -:-:-.”'4.-.., ",-"’ ',
B. lnterun Audit Re‘pp;,t & Au Dj.vi_s_ion Recommendation
At the’ eaé_it conference, ﬂi’g.:Audlt st presented the excessive contribution matter to
AFSAPAé’rg resentativesignd: pwfnded a schedule of potentially excessive
contribution¥z; .he Audit sgff explained that the excessive contributions resulted from
aggregation wn er congfibutions made to the same committees for the same election.
The Audit staff as APAC’s representatives to provide an explanation and
documentation for 1 em on the schedule that they believed to be incorrect. The
representatives stated that they would review the items and provide an appropriate

response.

In response to the exit conference, AFSAPAC’s representative did not mention any
corrections to the schedule of excessive contributions, but did provide the Audit staff
redesignation letters that were sent out to six of the excessive recipient committees for



17,000 of the excessive $18,000 amount.? For the remaining excessive contributions, it
was said that a refund had been received and another refund was being sought.

The IAR recommended AFSAPAC amend its reports to properly report the elections for
which the contributions totaling $17,000 were redesignated and provide evidence for the
$1,000 in contribution refund checks and their deposit, or provide evidence (or make
other comments) that any of the excessive contribution amounts were not excessive.

C. Committee Response to Interim Audit Report

In response to the IAR recommendation, AFSAPAC stated it had rgdesignateéd-and
amended their reports for excessive contributions totaling $18 09,(5’ lmt the schedule only
addressed $17,000 of the finding amount.2 In addition, no- agjndéd reports were
received to reflect the redesignation for any of the amountsgenory_g;ld AFSAPAC mention
or provide copies of any refund checks for the $1,000 i inig aml cessive:
contributions. AFSAPAC has clarified it d1d not rﬁ ":-;SX'OESSIVC c% utlons of

2 The committee provided redesignation letters for $18,000 but one of the letters redesignated a
contribution for $1,000 to a different election that was not found to be excessive by the Audit staff, leaving
$1,000 that was not redesignated or for which refunds were not received.



